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April 26,2016

Mr. Gerard Poliquin

Secretary to the Board

National Credit Union Administration
1775 Duke Street

Alexandria, VA 22314

Re: Comments on OTR Methodology
Dear Mr. Poliquin:

The Georgia Department of Banking and Finance (“the Department™), the chartering authority
for credit unions in the State of Georgia, submits this letter in response to the National Credit
Union Administration's (“"NCUA's”™) request for comments on the methodology used to establish
the Overhead Transfer Rate (“OTR™). The objective of this letter is to obtain a revised approach
to administering the National Credit Union Share Insurance Fund (“NCUSIF”) that is equitable
to all federally insured credit unions, including Georgia state-chartered credit unions, that is
consistent with the Federal Credit Union Act (“the Act™).! This letter highlights the conflict of
interest inherent in the NCUA’s dual role as chartering authority for federal credit unions and
administrator of the NCUSIF as well as the inequity to Georgia state chartered credit unions
under the NCUA’s OTR approach, and proposes simpler and more transparent alternatives.

Value of the Dual Charter System

The Department is charged by the Georgia General Assembly with promoting safe, sound,
competitive financial services in Georgia through innovative and responsive regulation and
supervision.” A diverse system of financial service providers competing to serve Georgians has
favorable impacts on choice, pricing, and innovation in the offerings of products and services,
which benefit Georgians and Georgia’s economy. The Department is committed to a healthy

"12 U.S.C. Chapter 14.
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dual charter system in which the Department, as the chartering authority for credit unions in the
State of Georgia, engages in a healthy competition with the NCUA and other federal banking
regulators to ensure that the business and delivery models for financial services in Georgia are
able to be delivered by a federally-insured credit union charter tailored to the unique needs and
desires of Georgians. As compared to one size fits all federal charter alternatives, the
Department strives to design Georgia’s charter to meet the unique geographic, demographic, and
cultural characteristics of Georgia and its various submarkets, which may vary substantially in
comparison to other markets across the United States. A healthy dual charter system allows for a
distinctly Georgian charter that supports a financial services business model designed to best
serve Georgians. Another very tangible value of a healthy dual charter system is that it allows the
financial service provider to decide which charter option best suits its business model and target
market, which provides as a meaningful check-and-balance on excesses in either the state or
federal regulatory models. Similar to the manner in which competition among financial service
providers promotes choice and benefits to Georgians, competition among state and federal
chartering agencies provides choice and benefits to the financial service providers that seek to
serve Georgians. Imbalances that undermine competition diminish the many benefits to
Georgians of a healthy dual charter system.

Roles of Chartering Agencies

The Department charters, regulates, and supervises Georgia state-chartered credit unions,
funding its operations solely from appropriated funds, including assessments of Georgia state-
chartered credit unions, by the General Assembly. All Georgia state-chartered credit unions are
federally-insured by the NCUSIF, which benefits from the Department’s safety and soundness
regulation, supervision, and examination by the sharing of reports of examination and
supervisory materials with the NCUA as administrator of the NCUSIF. The Department is
required by State law® to examine all Georgia state-chartered credit unions at least once each
year and may examine or investigate more frequently at any time it deems such action necessary
or desirable, although the Department is authorized to alter the examination frequency and scope
to, among other things, achieve coordination with other agencies and assure that appropriate time
and attention are devoted to the supervision and examination of credit unions in a problem status.

The NCUA was established in 1934 and charged by Congress with chartering federal credit
unions as well as supervising and examining federal credit unions for safety and soundness. In
this respect, the NCUA is to federal credit unions what the Department is to Georgia state-
chartered credit unions, their chartering authority and primary regulator. Title II of the Act was
enacted by Congress in 1970, establishing the NCUSIF and placing it within the NCUA so that
the federal share insurance fund could be efficiently administered by the NCUA Board. In doing
so, Congress directed the NCUA to rely, in its capacity as federal share insurer, upon
examinations conducted by State authorities, such as the Department, “to the maximum extent
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